MasterPACT
For 1996 Enrollment Period
September 1 - September 30, 1996

SECTION 1 - INTRODUCTION

This MasterPACT, as amended from time to time, describes the basic
terms and conditions of the Prepaid Affordable College Tuition Program (the
“PACT Program”), established by the state legislature and maintained by
instrumentalities of the state, and the obligations and responsibilities of the
State Treasurer on behalf of the Board of Trustees (the “Board™) of the
Wallace-Folsom Prepaid College Tuition Trust Fund {the “Trust Fund™), as
defined by Title 16, Sections 33C-] through 33C-8, Code of Alabama, 1975,
(as last amended).

SECTION I - DEFINITIONS

The definitions of terms included in the provisions of Titla 16, Section
33C-3, Code of Alabama, 1975, (as iast amended), and in the applicable
provisions of the Rules, as amended from time to time, shall apply to the
Contract and are incorporated herein by reference.

2.01 *PACT Program” means the Prepaid Affordable College Tuition
Program established by the state legislature of Alabama and maintained by its
instrumentalities pursuant to sections 16-33C-1, et ai., Code of Alabams.

2.02 “PACT Contract” consists of the following documents: the
Application completed by the Contract Purchaser, this MasterPACT, and the
Participation and Payment Schedule. All of these documents taken together
constitute the formal PACT Contract between the PACT Contract Purchaser
and the State Treasurer of the State of Ajabama, as chairperson of, and on
behalf of, the Board. Additional documents relating to the Contract, issued or
received by the State Treasurer on behalf of the Board, pursusant to the various
terms and conditions described will be incorporated into the Contyact, This
Contract is subject to the PACT Program Rules.

2.03 *PACT Program Rules” means the Progrem Description, Rules,
Regulations, and Procedures as adopted by the Board and amended from time
to time which provide for the implementation of the PACT Program through
the terms and conditions of the PACT Contract.

2.04 *Qualified Beneficiary™ mesns a resident of this state or a minor
child of & oucustodial parent who is & resiceat of this state, who iz undur the
age of 18, has not completed the 9th grade, and who is born at the time that
the Purchasar enters into & PACT Contract.

2.05 “Purchaser” means any adult person, corporation, trust, or other
Entity eligible to purchase a Contract and who is obligated to make Contract
payments and Administrative Fee payments in accordance with the Contract.
The Purchaser will receive any refunds that may be due pursuant to a
Contract. Only one individual, corporation, trust, or other Entity may be
named as the Contract Purchaser.

2.06 “Application” means a request for acceptance into the PACT
Program, made on & form or duplicats form, approved by the State Treasurer.

2.07 "PACT Enroliment Perjod” means sny period designated by the
State Treasurer during which Applications for enrollment in the PACT
Program will be accepted by the State Treasurer. For 1996, the Enroliment
Period will be held from September 1 through September 30, 1996.

2.08 “Participation and Payment Schedule” means the document
prepared by the State Treasurer defining the frequency, duration, and due date
of Contract payments based on information provided in the Application.

2.09 “Projected College Entrance Date” means the rcademic school
year foilowing the beneficiary's projected high schooi gradusiion aud is the
exrilest date for utilization of the Contract benefits without the State
Treasurer's written approval.

2.10 "Official Change Period” means any period so designated by the
State Treasurer during which the Purchaser may submit & written request for
approval of changes in the Contract.

2.11 "Scholarship” mesns grants, gifia, or other financial aid awarded
to a Qualified Beneficiary in an amount sufficient to pay a portion or all of the
same benefits as are offered under & Contract. A loan is not considered a
Scholarship.

2.12 "Disability of the Qualified Beneficiary” means a disability
which, based on the findinga of a heaith care professional, and on approval of
these findings by the State Treasurer, renders the Qualified Beneficiary
incapable of participating in higher education.

2,13 *Current Tuition Value™ means the weighted avernge of Instate
Tuition and Mandatory Fees at the four-year Public Postsecondary Institutions.

2.14Redemption Value” means the sum of all Contract payments paid
tc date, not including Administrative Fees, minus any amounts paid by the
Trust Fund to Postsecondary Institutions on behalf of the Qualified
Beneficiary, and minus a Cancellation Fee or a Termination Fee.

2.15 *Cancellation” means discontinuation, at the Purchaser’s request
or for nonpayment, of the Purchaser's participation in the PACT Program and
of the Qualified Beneficiary's right to receive Contract benefits.

2.16 “Termination” means involuntary discontinuation of the
Purchaser’s participation in the PACT Program and of the Qualified
Beneficiary’s right to receive Contract henefits.

2.17 “Mandatory Fees” means those fees required as A CONDITION
OF ENROLLMENT FOR ALL students attending the Postsecondary
Institution in wiich the Qualified Beneficiary is enrolled. Fees which are
considered to be Mandatory Fees are defined by the college or university in
which the Beneficiary is enrolled. Mandatory fees do not include college

application. entrance fees. crientation fees, room and board, or course specific
fees.

2.18 “Instate Tuition” means the tuition rate charged to a student who
mests the instate residency requircments of the particular Alabama Public
Postsecondary Institution attended by the Qualified Beneficiary.

2.19 *Actuarial Assessment” means an additional Contract smount
assessed by the Siste Treasurer to preserve the actuarial soundness of the Trust
Fund. For an unpaid or partisily paid lump sum sccount, this amount will be
1% of the outstanding balance per month. For monthly accounts, the actuarial
assessment is the difference between the future value of the prescribed monthly
payments and the future value of the payments actually made by the Purchaser.

SECTION III - CONTRACT BENEFITS

3.01 General. The PACT Program provides payment of undergraduate
Instate Tuition and Mandatory Fees on behalf of the Qualified Beneficiary to
the Alsbams Public Postsecondary [nstitution in whick the Qualified
Beneficiary matriculates as follows:

(A) Payrent of Instate Tuition of not more than one hundred thitty-five
(135) semester hours or the academic equivalent units on a quarter system or
other acsdemic term basizs OR payment of Instate Tuition until award of a
baccalsureats degree to the Qualified Beneficiary, whichever comes first; and

(B) Payment of Mandatory Fees for not more than eight registrations on
4 semester system, twelve registrations on a quarter system, OR the conpletion
of 135 semester hours or the academic eguivalent units on & guarter system or
othier academic term basis, OR. uptil award of a baccalaurests degree to the
Qualified Beneficiary, whichever comes first.

3.02 Program Restriction. Only one PACT contract can be purchased
for a Qualified Beneficiary.

CONTRACT BENEFITS ARE BASED ON INSTATE
TUITION AND MANDATORY FEE RATES OF
ALABAMA PUBLIC POSTSECONDARY
INSTITUTIONS.

SECTION IV - PAYMENTS

4.01 General. Payments are due in the amounts and on the detes
specified in the Partticipation and Payment Scheduls. For the 1996 Enrollment
Period, all lump sum payments are due on December 1, 1996. An Actusrial
Assensment of 1% of the outstanding balance will be edded for each month
that the lump sum payment is past due. Late payment fees may also be
asseased. For the five-year payment schedule, the first monthly payment is due
on December 1, 1996, with the remaining payments due on the first dsy of
each month thereafter for a total of 60 months. For the extsnded monthiy
payment plan, the first payment is due on December I, 1996, with the

payments due on the first day of each month through June 1st of the
Qualified Beneficiary’s Projected College Entrance Date. All payments due
under the PACT Contract must be “cash contributions” made by personal
¢heck, money order, cashier’s check or other certified funds. Nop-cash
contributions cannot be accepted.

4.02 Purchaser’s Responsibility. The Purchaser is responsible for
making ail payments on time, cven if the Purchaser har oot received s
Paricipation and Payment Schedule from the State Treasurer, or sven if the
Purchassc's selocted paymesn: method has not been implemented. The
Purchaser it responsible for verifying the effective date of the selected
payment method. The PACT Contract will be cancelled if no Contract
payments have been received within 45 days of the first payment due date.

4.03 Returned ftems. A fes of $15.00 will be assessed for all returned
payments.

4.04 Late Payments. A late fee of $15.00 will be added to each
payment not received by the State Treasurer within fifteen (15) days of the due
date.

4.05 Pefault. Failure to make any payment within thitty (30) dayx of the
date due will constitute default of the Contract. All rights of the Qualified
Beneficiary under the Contract may be terminated upon default. If, within six
{6) months of default, the Purchaser pays all delinquent amounts including
Actuariai Assessments and administrative fees, the beneficiary’s rights under
the contract will be reinstated. If, within 211 days of r.iefaull, 1o payment is
received, the Contrect wilk be cunveiied.

4.06 Reinstatement. A request for reinstatement of & cancelled account
must be submitted in writing from the purchaser, with sppropriate justification,
as determined by the State Treasurer. An account will not be reinstated until
all delinquent emounts, including Actuarial Assessments and edministeative
{ees, have been received.

4,07 Changes in Payment Method. Request for & change in payment
method must be submitted in writing and approved by the State Treasurer,

4.08 Changes in Payment Schedule. Changes in payment schedule
shall incfude a $20.00 Administrative Fee and may be requested in writing
during the 1996 Enroilment Period through the 10th day of the month in which
the first payment is due. A change at any other time must be submitted in
writing and approved by the State Treasurer.

4,09 Account Maintenance Fee. Each Contract payment includes a
$3.00 nonrefundable account maintenance fee for momthiy accounts, and a
$20.00 nonrefundable account maintenance fee for lump sum payments.




SECTION V - CANCELLATION, TERMINATION, AND
REFUND

501 General. Participation in the PACT Program is strietdy voluntary.
The PACT Contract can be ¢ancelled at any time upon receipt of & writen
request from the Contract Purchaser. Except for circumstances described in
Sections 5.02 and 5.03, Canceliation or Termination shall entitle the Purchaser
10 a refund of the Redenmption Value of the Contract. Refunds may be paid in
inataiiments. The PACT Contract is not a debt instrument. Under no
circumstances may any refund issued under a respective PACT Contract
exceed the total of PACT Contract Payments actusily made under such
Clontract as of the date of the refund. ln no case will any refund include any
interest ot €AIMIRZS on payments received. '

5.02 Death or Disability of the Beneficiary or Beneficiary is a
Dependent of a Blind Parent, a Deceased or Disabled Veteran, ora
Prisoner of War. If any of these circumstances occur priot 1o matriculation of
the Qualified Beneficiary in a Postsecondary Institution, and in accordance with
applicable sections of the Alabama Code. the Contract benefits may be transferrsd
10 an eiigible Substintte Beneficiary, or the Purchaser may submit a writien request
for a refund of the Redemption Value of the Contract. The Cancellation Fee or
Substitute Beneficiary fec will be waived.

5.03 Scholarship. If the Qualified Beneficiary receives a Scholarship, the
Purchaser ray request a refund of any overpayment of tuition and Mandatory Fees
from the Qualified Beneficiary’s college or university, the contract can be
transferred to a qualified substitute beneficiary or the contract can be cancelled. The
Cancellation Fee or Substinzte Beneficiary Fee will be waived. The State Treasurer
is not responsible for any refunds that may be paysble by a Postsecondary
Institution.

.04 Cancellation, [fthe Contract is cancelled because of reasons other than
as stated in Sections 5.02 and 5.03, and provided the Purchaser gives the State
Treasurer at least thirty (30} days written notice of request for a refund, the
Purchaser will receive a refund of the Redemption Value of the Contract, less a
Cancellation fee of fifty percent (50%) of the amounts paid into the Trust Fund,
excluding Administrative Fees, up to a maximum of $150.00.

505 Termination. If the Contract is Terminated. the Purchaser will receive
a refund of the Redemption Value of the Contract, fess a Termination fee of one
hundred percent {100%) of the amounts paid into the Trust Fund, excluding
Administrative Fees, up to 2 maximum of 3500.00.

SECTION VI - SUBSTITUTION,
ASSIGNMENT, OR TRANSFER

6.01 Substitution of the Qualified Beneficiary. Transfer of the
Contract benefits to an eligible Substitrte Beneficiary shail verify and inciude:

{A) A written request for substitution of the Qualified Beneficiary addressed
to the State Treasurer,

(B) A written statemertt and acceptable documentation verifying that the person
who is to be substituted has been born and is 2 family member of the origmal
Qualificd Beneficiary. Thiz includes brother, sister, half brother, half sister,
stepbrother, stepsister, legally adopted brother or legaily adopied sister of the
Qualified Beneficiary.

{C) The Substitits Beneficiary is o residont of Alabagas o is the miner child
of 2 noncustodial parent who is a resident of Alabama;

(D) The Substitute Beneficiary is under the age of 18,

(E) The Substitte Beneficiary has not yet enrolied in a Postsecondary
Instittion;,

(F) The Substitute Beneficiary has a Projected College Entrance Date that is
the same or later than the Projected College Enfrance Date of the original Qualified
Beneficiary,

(G} The substitution is made before the original Qualificd Beneficiary
matriculates ina Postsecondary Institution or utilizes any of the Contract benefits;

{H) The request for substitution includes an administrative bencficiary
substitution fee of $55.00, and

(T} Any Actuarial Assessment calculated by the State Treasurer.

1f special permission is granted by the State Treasurer 1o transfer the Contract
benehits to a Substinne Bencficiary whose Projected College Entrance Date is carlier
than that of the original Qualificd Beneficiary, the Purchaser must pay any
Actuarial Assessment calculated by the State Treasurer before the substitution will
be made.

Monies paid to the PACT Program or to the Trust Fund prior to & Beneficiary
substitution will not be refunded.

£.07 Chenge in Purchaser. A request to transfer the Contrent from ong
Purchaser to znother shall be submitted, in writing, signed by both the original and
new Purchaser, and shall include a $20.00 Administrative Fee.

.03 Assignment or Transfer. Except as specifically provided herein, this
Coutract may not be assigned or transferred, nor may any interest, rights, or benefits
in this Contract be assigned or transferred.  Under no circumstances may any
irterest in any PACT Contract be subject to the pledge or use otherwise as security

for a loan, and any to so encumber any PACT Contract shall result in the
automatic Termination of that Contract.

SECTION VII - TIME FOR
EXERCISING CONTRACT BENEFITS

701 Advanéed or Delayed Exercise, Contract benefits may be used for
up to tem (10) years after the Projected College Entrance Date of the Qualified
Beneficiary, or the actual college entrance date of a Qualified Beneficiary who is
ih dosder it ST, Fubjest io ths Rales. The Cumrast Lanafits may be used up
1 three (3) years in advance of the Beneficiary’s Projected College Entrance Date
if the Beneficiary 1s an scoeicraied stusnt, The Contrzct, all Administrative Fees

. and all Actuarial Assessments must be paid in full before the Contract benefits may
be used.

SECTION VIII - ADMINISTRATIVE FEES
201 Administrative Fees. Administrative Fees shall be assessed when an
Application is submitted for a Contract, when alterations are made in the ordinary
services provided by the PACT Program, or when the Purchaser makes changes in
Comtract information. The amount charged for cach of these fees, and the types of
fees, are subject 1o change during the life of any Contract.

3,02 Fees Assessed. Administrative Fees include, but are not litnited to. the
following: .
{A) Application Processing Fee;

{B) Cancellation Fer, —

(C) Termination Fee,

(D) Substitute Beneficiary Fee,

(E) Fee for Document Replacement o Copies;

(F) Fee for Failure to Provide Sufficient Notification of Intent 10 Use
Contract Benefits:

{G} Fee for Changes in Payment Schedule;

{H) Account Maintenance Fee:

(1) Fee for Transfer of Contract Benefits 10 Another Purchaser: )

(I} Fee for transter of contract benelits to privatesout-of-state instimson.

(K) All other Administrative Fees established in the PACT Program
Rules.

SECTION IX - MATRICULATION
AT AN INDEPENDENT/PRIVATE INSTATE,
AN OUT-OF-STATE OR FOREIGN
POSTSECONDARY INSTITUTION,
OR UNITED STATES MILITARY ACADEMY

5.01 Genersl If the Qualified Beneficiary matriculates in an
Independent/Private  Instate Postsecondary  Institution, an  Out-of-State
Postsecondary Institution, a Postsecondary Institution located outside the United
States, or a United States Military Academy, the Current Tuition Value shall be
forwarded cach academic term to the Postsecondary Institution on an academically
equivalent hourly basis subject to the provisions of the Contract. However, it is the
responsibility of the Purchaser to arrange for the Instinstion to bill the PACT
Prograrn for wition and mandatory fees. The Current Tuition Value is updated on
Janmary | of each year, The Current Tuition Value forwarded each academic 1em
shail not exceed the cost of undergraduate tuition plus Mandatory Fees of the
Postsecondary Institution attended-

9.02 Cancellation/Sabstitation. The PACT Contract can also be cancellied
or transferred 1o an cligible substitute beneficiary. The Purchaser is entitled to 2
refind of the Redemption Value of the Contract. The Cancellation fee or Substihnie
Beneficiary fee will be waived.

9,03 Regquirements. A written request must be submitted to the State
Treasurer sixty (60) days prior 1o the Qualified Beneficiary's matricuiztion. Failure
to provide at least 60 days notice may rosult in assessment of an Administrative Fee
of $45.00. -

9.04 Processing Fee. A $25 processing foe will be assessed each acal
Lerm tht the Contract benefits are forwarded. This fee is deducted from the amount
paid to the postsecondary instinntion. .

SECTION X - MISCELLANEOUS PROVISIONS

10.01 Notices and Changes. All notices, changes, and choices made under
the Contract must be in writing, signed by the Purchaser snd received by the State
Treasurcr at the address histed on the Contract, along with sny supporting
documentation the State Treasurer may reasonably require and axy applicable
Administrative Fees and‘or Actuarial Assessments.

10.02 Additional Fees Charged by Postsecondary instituiions.
Postseoondary Institutions may charge fees in addition to the Mandatory Fees
described hercin. The Qualified Beneficiary will bear the cost of any such additional
fore which may include, but are not limited to, heaith fees, athietic fece, laboratory
foen, student activity fees, and orientation fees.

10.03 Identification Card. To receive Contract benefits, the Qualified
Beneficiary may be required to submit a valid Tdentification Card, izsued by the
Stato Treasurer, to the Qualified Bencficiary’s Postsecondary Instinstion. No
comtract benefits will be paid unless the Contract is paid i full, including all
Adeninistrative Fees and Actuarial Assessments, and the Qualified Beneficiary has
submitted a valid social security number to the State Treasurer.

10.04 Document Replacement or Copies. A Purchaser may obtain
replacements of PACT Program documnents or copies of documents from the State
“reasurer. A minimum fee of $7.00 per document shall be assessed.

10.05 Annuat Statements. The Purchaser shall receive an angual statement
from the State Treasurer indicating amounts paid into the Trust Fund,

10.06 Disclaimers. Nothing in the Contract shall be construed as a promise
or guaraniee by the State Treasurer, the Board, employees or consultants of the
State Treasurcr and/or the Board, or the State of Alabama that a Qualified
Baneficizry (=) will be admitzed to 2 Postaecondary Ipstitution;, (b) will be admitted
1o a particular Postsecondary Institution:, (c) will be allowed to contmue o attend
a Postsccondary Institution after having been admitied; (d) will be graduated from

Institution: or (¢) if admitted to a Public Postsecondary Institution,

2 Postsecondary
will meet that institution’s residency requirements for Iostate Tuition and/or
Mandatory Fees.

10.07 Promulgation and Amendment of Rules, Regulations. sad
Procedures. The State Treasurer, on behalf of the Board, shall promulge 0
other Rules, Regulations, and Procedures as are deemed necessary to impler e
PACT Program and shall amend such Rules, Regulations, and Procedures as 15
necessary for operation of the PACT Program.

10.08 Waiver of Rules, Regulations, and Procedures. The State
Treasurer may waive portions of these Rules, Repuiations, and Procedures 1o
prevent hardship of the Purchaser or of the Qualified Beneficiary.

10.09 Interpretation. This agreement is 1o be interpreted under the laws of
the Statr of Alabame.

10.10 Severability. In the cvent that any clause or portion of the Contract is
found to be invalid or unenforoeable by a court of competent jurtisdiction, that clause
or portion shall be severed from the Contrmat and the remsinder of the Contract will
remain in full force and effect.

10.1] Total Investment Authority Rests with Board. Decisions regarding
the investrient of trust find assets are within the sole discretion of the Board.

A

The Honorgbifd.ucy Baxley g
Chairperson, Prepaid Affordable College Tuition Program




